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W x  S i r  ~ir ?Zcan: 

- -  . . ,. ,.z - nay;e cc?si?erz< y o u  a _ c ? l i ~ r i c n  fcr rc-cmi.tion of exc.-,:.l_l;n ns a . . sccliil cl.~& C ~ S C ~ ~ E - ?  i n  S?eiof i  501 ; c)  ( 7  ; of fie Intez121 2s-/ence Cryje 
of 1951 .  

Tnfc,~rzt-of, s*&-.t-& sE.c.,5 f i r  \;r,;l ?;ere irAcoqarat& uydcr -. .- - 
% -  l :~z-_rr~fit  Coqflracicn Z,i of Ex stete of ******** or! ************ **  **** .  

;.:zrh.rship co~s i s t s  of fox ( 4  ) c lasses  : Ln.dividual., E'anily, Jcnior md 
Correspccding. 1.:-krship i n  your orgmj.zztion is G-pn to ayone, 
interested a-15 requires cnly the -mymlerlt of dues. 

Y c l x  a c t i v i t i e s  inc lude mr,ir:!ly rneetinss ~ i t h  a sp&er a,?d/cr s l i d e  s h ~ ~  
prqrzm,  t r c p i c a l  f i.s!~ c-kitiofi with trophies and r i b b n s  , cii Annual 
Sl-icw m d  m iVlllLid. Bncpet w i t h  guest s ~ a k e r .  Ycv statc4 tl-~at your mai.1: 
fw-d raisers sere y o u  k:l,nl=l S h m  your Annual Banquet. FWLher, Yc\: 
ststed, "at 'hL\ funct ions ,  t he  club kls a large auction cf f i s h  'and 
hobby re la td  items t o  gener2.te f un2s used LO off sct yearly ezpzisc-s . " 

Yo?ur iaccme is frcm membership dues, b n q c t s ,  I-affles, auc t ions ,  s h ~ a ~  
r q i s h - a t i c n ,  T-ski-rts sales, boclc sales ad contributions.  

Px dnalys is  of the f in*** a l  data you sulnutted s h m s  t h a t  dur ing the 
p a i d  frail **** t l l ru  **** * *  u *  *  t a l  i n c a r e  was $************  !'ui** thi:: 
psricci you received $******* *** %) i n  m~mbership dues, $******* (.**  %) 
i n  c o ~ l t r j  l ~ u t i c n s  and $********** (***** %)  x * *   ctivi.ties conducted by your 
organizati.on. e c m  this total $******** (**  Z i )v~as  from non-menbers o r  
the gmeral public.  



******** * * * *  *******  
* * * * * *  *****

LSecztim 501 (c) (7 ) of the Lqternal P-IVGTU~ Code e ~ m p t s  f ran Fe6era.l 
i - n m  '-ax clubs organized for pleasure, remeation, a,+ other 
m-proCitmble purposes, substant idly  a l l  of the activities of w h i c h  are 
for sud; W f ) e s  and no pa-* of tfte net earnings of which ir~ures to the 
h e f i t  of my private s:zarehol&x. 

M o n  1.501 (c) (7 1-1 of +h Inume !!Ax R e g u l a t i o n s  prcwides +,kt, in 
c p ~ e r a l  t h i s  exemption extends to social ant3 recreatior? clubs which are 
suppcrtd solel'j by r n ~ b ~ s ' n i p  fp-, dues ard assesmnts. Pa~ever, a 
club which -qes in business, such as making its social ar,c? 
recreational facilities avaiW1.e co the general public is not orqanized 
~lriu -at&! w c l ~ ~ i v e l y  for ple~se, recreation and other non-profitiible 
F x p s e s .  

Revenue Ruling 69-220, 1969-1 C.D. 154 heid elat a club \J~uc~? entered 
into business leases for re-ntal of real property, and we6 the incame tc 
defray expenses and to impruve are expand the facilieics, ras  not exempt 
under Section 501(c)/7) -use it requhrly enqaged in a business 
ord inar i ly  carrid on for profit and its earninas inurd to the benefit 
of its ~ h r s  in the fom of improved an2 exp;lt-d& facilities. 

In United States v. Fort 1"Jrt.h Club of Fort Xorth, -- ' W a s ,  345 F 23 52 
(19651, d f i e d  and reaffirm 348 F 2d 891 (1965), the mu.~.~ cite6 a 
series of cases establishing that, in order tc be exmpt under 501C~)(7)~ 
a club's cutside profit must be s t r i c t l y  incidental to club activities, 
not as a result of outside business, andl either n.egliqib1-e or 
non-recurring . 
Revenue Riling 58-589, 1959-2, 267, holds t lmt  a club will not be denied 
exeaptian mrely because it receives incaxle from the general @lit; that 
is, persons other than members and their b n a  f ide guests, or because the 
general public un occasion is pemdttecl to participate in its affairs, 
provided such participation is incidental to and in furtherance of its 
general c h b  pu-ses and it may not be said that income therefran is 
inuring to n-rs. 'Ibis is generally true where the receipts fram 
non-membexs are no more than enaugh to pay their share of the expenses. 

Revenue Ruling 6C-119, 1968-1, 268 hold that an equestrian club that 
holds one steeplechase per year will not necessarily lose its exemption 
if it derives  in^- .fran transactions w i t h  other than b n a  fide m h r s  
or if the general public on occasion is permitt& to prticipate i n  its 
affairs,  provided such participation is incidental to anii in furtherance 
of ita general club purposes and incxme tha-efrm docs i10t inure t o  
&rs . 



- - a  . - F.~-J?=..;? r?:l;'rg 05-22r., ~-:~j.1~r.e.:- i x  Ii.;.--rr,el 'L----  x ~ y ~ y ~ s  O - ~ ? ~ l ~ t ~ ~ , 7 ~  &;lt=tin - - - .  - . . 1965-1, ;zgr 125 C C ~ L - C - ~ ~ E ~ S  lit.? e : . : ~ y ! t l ~ n  T:CS der.:j ej t ~ :  3 S O C ~ ? . . ~  ~1~ .tF;zt 
recefy;z4 2 s -&~t ;"~? t ,23 .  r~rt ie-: af its i :;cc~z fr-;~ ;-.--q+zl of p r c ~ ~ r t y  
czr.ci : s ~ / j  S.JC>; Lqc:cy..~ t o  ce'xaql c r p ~ z t i ~ q  e:.;,z~sss .to ijj:nrc!;e rlr:<; - 
e>r--  -Y it3 f e c F l i t i  :.,s T- ' -... . rJ-:_.s i&s-~3.u~ ;.uijny i . t  v;as ~~;~1c ' j : i j  3 l a t  .. .. - 
~ ; i ; ; 3  .\s;?s z::~z-.n~< ir- 3 h>--'.--- .. d . . -2~.223s osi?izarily cz r r i c4  cn fo r  p ~ f i t  EZYC.; +>-at 
Lie r ~ t  i n c s c  f rcz  e1?e ac t iv i ty  ;\zs ir..;ring t o  Lhe mb2rs of the club 

,-e =cr~i.\ of *.;.zcv& =d ~ G ~ ~ E c I  f a c i l i t i e s .  iri ---. 

- - 
1971-1, p g e  663., i ~ d i c a t d  <?at, a s  an azctit st~?~:Eard,  a socj-al c l & ' s  
~ n ~ : z l  inccme frari ~ i l t s i d s  SCUCES shoul.d E O ~  'k more +Arn 5% of 3~ 
t c + ~ 1  cjzcss rec~is-c of the  organization. 

W l i z  Lzw 44-5f 8 l lkeral ized -dis sLdsdxd. Tiie intent of this la?/, as 
expldul i n  =izte 2eport No. 94-1318, ?:kiish& i n  Cllmulative 3cllntin 
1976-2, Fee 597, is t h a t  E c1.A exemt ircn tcbx&ion a d  d e s c r l w  i n  
Section SCl(c)i7!, is  t o  k * p c c i t t d  to receive ug~ t o  35% of i t s  gross 
recei2ts frcm a ca-~:bi~a~Lion of in~res tmxi t  i ncme  &id receipts  frcin 
no r , -nc~~krs  (frm cse of i.ts f ac iL i t i e s  or services) so lorig as &&e 
lattez do not re~ressct mre t2-29 15 per cent of Lk tohi receipts.  It . . 
is furti?c2r stated t>zt i f  ELT orgc?-njzaticn exceecls t h e s e  ILT.I~S, d l 1  cf 
L5e ~ E C ~ S  and. ccirc-cis-a-ces r , u s t  be consi.c:crc4 57 dcce~.uning  \v.l~ether the  
orga* za t i  u : ~  qmli f ies f o r  exeicpt s=-Lus. FIoh-ever, the m.e~drr.ent i..zs ~ c t  
intend~d t o  a l l c , ~  s c c i a l  elks to ; receive,  even within the allowable 
gui6eliiies, i n m  frm tho ac t ive  ccnduct of busicess not t radi t ior .a l ly  
c a r r i d  on 11y social  clubs. (%--.late Report KO. 44-1318 2nd Session, 
1976-2 C.B. 596.) 

Based on f i n ~ n c i a l  data s l * * t ~ d *by t** **** za t ion ,  it sncws your 
tctal inme frou **** titv **** was $********   ,%** her, from the 
evidence p r c s ~ ~ t d  it is concluded t h a t  s. ********** * (***** %) cf y o u ~  income 
was frcrn non-memkrs o r  the general pu l l i c .  It is clea the cl&'s 
outs ide p r o f i t  is n o t  incidental t o  the club's zc t iv i t i e s .  The club's 
a c t i v i t i e s  a re  resul-ting i n  substant ia l  i nccm which is n e i t h e r  
negl igible  nor non-recurring. 

F u ~ h c r ,  since the income is k i n a  used t o  pcly for  h~rovemen t s  2nd 
exper,ses that  would othcrd-se  have t o  paid for by the n ~ ~ r r k i - s ,  this 
a c t i v i t y  results i n  prohibited i nu rmen t  of benefit. 

rased on t l ~ c  forcc;oing, the requirements for e~empt ion  of a soc ia l  and 
r cc r~a t iona l .  cl.ub defined in  the  Ccde and Iicgulatioi~s. \7e hold tghat you 
arc not op-.~.tcd e,uclusively for pleasure, recreation and other 
non-pxcfitah'le purposes; md t h a t  a p r t i o n  of your net earnings inures 
t o  the b2nef.i.t: of your n t c n h r s .  Therefore, we conclude that you do not 
q-mlify for c.scnption un(:Jcr Section 501  (c) (7  ) or any other Section of the 
In te rna l  Rzvc~~nic Code. 



Si.ncx: y m  have ncfc k-, grzcxd m;c c=pt status, yo2 are rreuircd to 
file Federe1 L~ccmc3 t2x retm:s (23 Pom 1.120. ---- 
If >mu do no?: acc t~ t -  cur fk&ings,  we r e m &  ti=",~~ request a 
m r ~ f ~ z e n c e  x i k b  n r:e?Lr.- of o u  Rqiornl. Office or' A p i t l s .  Y o u r  r e q ~ c s t  
for a conference shoulc', i ~ c l u d e  a wrF.tter! a p l  giving the faci:s,  la*,;^, 
anci m y  o the r  iniomatirjx: t~ s q g o e  r,mur pi ti or^ as exp1.air.d in tlx- 
mclcsed Wlica t i a ~  ,EC_!2. Y m  will t hen  &? conwctd to arrhncy? a &te 
for a confermm. Tne canference m y  '3e held at. -he P-qioral af f ice cr, 
if ycu request, a t  an'y ~ ~ u t u a l l ' y  nwnvc:ic?n:t 3ic;trie. :jffirz~. Zf v1t7 4?0 not 
hear fra;~ YOU wi.ti-:in 30 days of the 22% of this l e t t c ,  -this 
cieterx~bd"iic;l. .::ill k:sccsc f j.nal. 

******* **** * * *   
District. Direct.cr 


